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ABSTRACT 

This report on need analysis and student aid delivery 
issues in higher education describes four sets of actions taken by 
the Advisory Committee on Student Financial Assistance. First, the 
Committee voted to forward to the Congress specific recommended 
actions concerning technical aspects of need analysis which are 
designed to improve the delivery of student aid and the consistency 
of need analysis with Congressional intent. These recommendations for 
immediate change affect need analysis for the 1989-90 academic year 
and would: (1) make minor modifications in the independent student 
definition; (2) explicitly permit aid administrators to use 
professional judgment to assist low income independent students with 
families; (3) eliminate veterans' benefits from the family 
contribution schedule; and (4) eliminate certain inconsistencies in 
the Higher Education Act. Second, the Committee voted to urge 
Congress to consider suggested, long-term improvements to need 
analysis. Third, the Committee provided formal comments for two items 
in response to notices in the "Federal Register" as required by 
statute. Finally, the Committee identified several issues for further 
study which will form part of the Committee's research agenda. 
(JB) 
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SUMMARY 



Punuant to its statutory charge, the Advisory ^^SffZ 2^d£^ of 
conducted two meetings this ^ »«»2"£K ^S?«5«5 written materials from 

This interim report conveys to the Confess four £«£ n ^^ 

issues. First, the Committee voted »J^^2dS&!d W taprove the delivery of 
concerning technical aspects of ^^KSii intent. These recommendations 
student aid and the consistency of need J^JJ^JSomS^c year. Second, the Committee 
for immediate change aff ^^J^2,?SS to need analysis. The 
voted to urge Congress to consider suggested long mm i^v suggested changes. 

Committee will provide to Congress "^^X^SSto mpo£ to notices in the Federal 
Third, the Committee proved , y ™£* sevSal issues for further study 
•jteffcwr as required by statute. FmaUy, ^%^ c T7 Hen da. The Committee will report to Congress 
which will form part of the Committee s research tgen tt. ' ™ ^ ^ mandated studies as 
on each of these Issues as soon « ^^0^^^^ presented below, 
well as other issues of importance, tacn 01 ^ lu ™ » 

Bsspjoffisndfid Tmm^ iatft ch^m m Nrrri Analysis 

. Make minor modifications to the independent 

rtf:^^^ • * dcpcndcnt * 

their third and fourth years of educational study, 

lnd»^ 

Sard maintenance allowance, by adjusting cost of attendance. 

, v r,«m th* Pell Grant Family Contribution Schedule and the 
■ Eliminate veteran's benefits from the FcU .^; r f"^;., QU _ ces in order t0 ensure 

• •„ ♦»,. Hioher Education Act and regulations that could result in 
. Eliminate inconsistencies in the ^8 h « Educ»^nAcx * ^ ^ trc 

double-counting academic-year ^f,^^^^^^--^-^ earnin8S 85 
earned and base year income in the following year by treating an 
base year income for the next academic year. 

Miirirr-TrTl T.mg-Tfnr Changes 

. Continue » «co,ni» the «* of displaced ^^^^.T^ *" 
V H „„ th --, „. e ds through explicit notation of these categories ot appucam* 
SJSM2«!«tai * *. Hi.h« Eduction Act and 

• , . h . inflict bomeon iho ui code .nd tho Hignor Education Act that wiU not 



1 



BEST COPY AVAILABLE 



Federal student mid; and 

. The number, type, cos*, and effects on student of muUiple data entry processors; 

■ The practice of institutional lending; 

. The Secretary's and other proposals to simplify need analysis; 

. The potential effects of the Secretary's default initiative; 

, The redistribution*, and deliver, system effectt of the Concessional Methodology; and 
. The degree to which student aid programs serve and benefit various student subpopuiations. 
The Committee will study these issues and report to Congr^s as soon as possible. 
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BACKGROUND 

Through the r^uthor.^ Hj.,« *^5SZf5£ , on 

responsibility to: ** 

(1)tl ev.,op. review, and comment ^ " 

^^^vS'Sti^^^ in asking Ore tap- of 

legislative and administrative poller ^ ^ regulations affecting programs 
(4)review and comment upon, prior to promulgation, an rc S 

under this title, including ^^,^^ tmy such studies, surveys, and analyses 

deSg^ilirv for *«--&'SE£22 Social « information 
^^^r^rre^ve^ of eurren. «uden, aid information 



programs. 



The Committee, consisting of Seven members appointed>y J^^^g^^^ upon 
Senate, upon recommendation of Ae Majority and ^onty ^ao^ p ^^0^ actively 
Se recommendation of Majority ^^^^^^J^^^xtly bim0 - thly t0 hea r 
discharging these and other respons ibihues Ji^Xget The Committee periodically reports 



COMMITTEE ACTIONS 



During rh. meeting of the ^^^XT^T^"^^^ . 
on April 7 and 8, 1988, the Commrttee took a ser « « d a mMtings . Representatives of 

SK« SrKLher srud, 
Committee Recommendations 

™h that the Congress immediately take the following 

The Advisory Committee voted to 

actions concerning need analysis for the 1989-90 academic yew 



unintended consequences. These include: 

t*.ultinc in virtually all third and fourth year 
■ An independency "creep *»utm| ; m ' ™So tie not claimed, becoming 

requirement 



Action: 



Discussion: 



4. »k*t the Coneress revise section 480(d), definition of 
The Committee recommends, that the congress rev»c 

independent student, to read: 

The term independent, when used with respect to a student, means any 
individual who: 

(A) is 24 years of & or older by December 31 of the first calendar 
year of the award year; 

(B) is or has been an orphan or ward of the court; 

(C) is a veteran of the Armed Forces of the United States; 

(D) is a graduate or professional student; 

(E) is married or has legal dependents; 

years preceding the tirst cucnuw ? independent 

ttudent aid) of $4,000; or 
circumstances. 

T.e Committee noted that concern -^^^^K 
year in which aid is tat : received ^^J^fSUd in that year, 
legislation fixes the initial year at ,987-88, u aia is 
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E^blishin, ,9.7-U . £ ^ « 

S4.000 in resources in ^'^^SS JSTrin «•» * 
3&S£ S3££^SI£& -i« 24 ymn of W beconun, 



independent. 



u r rnnoress resDonded to this interpretation by indicating that 
Although a member of ^"f^SSn^S congressional intent, the implications 
the Department's position ^ co ^^l^lZizctoTy. Congressman William 
of the alternative S^t^??^i^^ that Ca ^ a 

D. Ford, in his March 3, 1988, ^ » JJJSJJ for stud ent resources and being 
intended the same two years should be «^£dnTtfii contained in the 
claimed as a tax exemption. However, smce swien v institutions could 

definition of resources, virtually all ^^^"^^Svely as a result of student 
become independent in the* ^J^^^SSS). This independency 
aid (if they were not claimed as an » 2e distribution of Federal and 

S« - » ' 

Rearing that married an* ^^^^^S^T 
questions to the form without "^^SSSSS The College Scholarship Service 
dependent students who are considered ^ependent ^ ed 
reports that less than 1,000 students m ^^^J^SS!Smm alone, 
dependent students who would ^^^1%^^ ^ btco^t 
Approximately 9 percent The 
independent. This represents ^s Jhan 1 pe^n ot au^» appUcants 
American College Testing Prog ™ ^pendent Further, 

are married dependent student ^^uSSriTdSSdert students who would 
approximately 8 percent of ^Sf^SJm^rl Percent of all ACT applicants, 
become ^P°^™"^£g£^ not represent the programs as a 

population. 

The statutory language recommended by the Committee will: 

* ■ the vear under consideration for demonstrating 

■ Eliminate confusion concerning the year unaer w 

$4,000 in resources; 
previously dependent students. 

. Permit students who ere supporting ,o demonstrate independence 

by earning at least $4,000 per year, 

. Simplify the process by p.™** ?£>££Z£2£»^« -o W 
SSftS^.f'S^^ reducL, burden on srudents and 
institutions; and 

. Avoid r^ifyin, large numbers of otherwise dependent student, ., hi,h cost 
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^■^sr^^r- 

ssasssas—"— 



lBdSBSndgBl sn»d. nt Mainisnancfi Allowance 



Description: 



Action: 



Discussion: 



n. congressional Methodology (Mg^^ggSZSgZS? 
Se Act which permits such adjustments. 

The Committee recommends to ft. ^^SS^SS 

problems. . 

. - _ the costs for maintaining the family of 
The CM altered the means of ^^^"S^t the treatment of 
an independent student. The CM, in ^£*£„J t of dependent students. For 
independent students into ««£^ tt ^?££tot the costs of maintaining and 
independent students with de f ^"^^ b7institutions and contained in 
supporting a family, previously ^wnMod^"^^ ^ ^ CM t0 

iLtitutional student ^^i^^SS^ CM has eliminated the 

costs notwithstanding. 

However, for independent ~^WSS^ 1 
seriou, problem, arise. Smce ft. SMA to been e This occun because .11 

attendance, these students are left h , ye , „ r0 contributton from 

SSta* -hose income is less ft* ' ^a^. b, T J e aifferenc. between ft. SMA 

niS ppfeS ft moivid^l circumsunc*. 

. w« H.t^rmined that institutions do not have 
Recently, however, the Department ^J*'™^™^* because they are not 
accretion to include family ^J^^^^trary to the relatively 
explicitly included in the Act. Such » J» slt *°= ' » ~ Hi ' her Educa tion Act and clear 
unfettered discretion *«^>^J?ffi^ * this section states 
statutory language in section 479A of the aci. 
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. k. intemreted «s limiting the authority of the 

that -nothing in l?I r Se n«essary adjustments to the cost of 
student financial aid administrator...io m» 

attendance...." 

in addition, Senator 

discretion with regard to the < »ns^J^ * f £cifically prohibited from 
(cost of attendance) but also that the £ 0! ™ e ™ f ^dance. The Committee 
Remaking with regard to need •££ ^erpretations would restore the 

concurs that Senator Simon ^tiSS "addressing individual needs and 

discretion traditionally P emitt f d *f^ U ^ om e students with families, a 

circumstances, and avoid Pe^ng low mcom e stun ies rf Federal student 

subpopulation that clearly must be the full ana equai 

aid. 



Description: 



Action: 



Discussion: 



The treettnen, of veteran's -^^^5 ^ 
»„d «mpffi-based) and type of student (W™^, b regulations. The 

deating with veteran's benefits. 

The Committee recommends to Congress the ^^^^ 
benefits by considering all ^'^ZV^Act dealing with the Pell Grant 
deleting these benefits from relevant ecuons 01 ^ Commi « tt & 0 

Family Contribution Schedule and ! ™ '^^nts 0 n aU appUcations for 
recommends that the Secretary rem* ^ se ^ e 4U B(dXlXD), <HC(cXlXC), 

^ 477(aXlX ° 

the CM. 

The creation of the CM in thereautho^tion al in 
beween Pell Grant and the UM c ° n H ce ^ 8 Currently, as in the past the 
^formulae, although ^^^^^Sese benefits. In contrast CM 
Pell Grant formula includes one-^f of ° these benefits for all 

excludes all such benefit fo ' d '* nd '^ included for independent 

independent students For examp 47 ent marginal assessment, 

students with dependents » d * ubj ^ d ^ '^ ed by regulation to be treated as 
Benefits not included in appear to be omitted from 

resources in determining ^^J^SiSSe* campus-based and GSL 
the legislation, but are in u clu ^ d ^..^d^ioping a "Dear Colleague" letter to 
regulations. Although ^^S£ahvSJ*t and the administration of 
tt«tetr^eMdancerwm be cumbersome. 

Treating all veteran's benefits consign* , win e^inate much 
belaid administrative P^TrS^ ^e^emav^Se Department Pell Grant 
increases in any of the programs. The benef its . The mean award for 
data (1985-86) indicate m£ 14* . rf ^e^'an value ported is S3,695. The 
recipients reporting benefits is 



number reporting ^"^ut^ SS 

2ss?A?sr ess? 2£&— «— - 

Sdawn cost increase* for tie GSL I-rogram. 
the data independently and cause increased burden. 



lenttzlims tA23id Xsai) Earnings 



Description: 



Action: 



Discussion: 



in the CM as the basis for computing 
The change from «P«»4 to *~2£^o^ *• Ac. Isection 

independent student conmbuuon ,^ * J°„ iito ,he Act itself. This 

rS£ST21£2 ?»U -« asse* in th. ne« year. 

The Committee recommends to ^^J^^S^SS 
r«ponsibility for ESSE- as base year .brings for 

earnings be discontrnued ™* * par. of en lid package (e.g. CW-S or 

me next academic year. *2£^rtnlo«m« to be monitored as within year 
another need-based work J2*?£^i?££me or assets in me next year. 
ZS^wSttSTZZ" as follows „ thieve mis: 

under this part; 
T.e use of base year 

students creates a conflict within J«Acttnd be £een within acad emic year 

existing discontinue student 

earnings. Section 443(bX4) of the Act J**™** .. or her nee d by more than 
work-Jtudy funding if, a ^eSiS. be counted as resources in 

$200. Cvinent regulauons^e^^ ^ a 

determining other awards w tlun the ld ^ reduced by the amount 

student's need and W**ffy**« *J '^U* a portion or aU of these same 
earned within that y ear Under Ae CMJi owe V £^P? wou ld be used again as a 
SSfe ^^Sr tVA double-counting or taxation of 
these earnings* 

Pterin, .he ^^S^tlTZX^"^ ™ T , 
earnings in awarding aid wouW resmre a long tMflmg p^ ^ jj m0 »ing to 



• regulatory context. In addition, the Congress must change section 443(bX4) of the 
Act to eliminate this problem. 

Suggested Improvements 

n. Committee considered two issue, that members org. the Congress .0 ermine, including: 
. Displaced bomemaker end dislocated workers; and 

. Apparent inconsisrency between the ta* code and *. Higher Education Ac. concerning the 
simplified needs test. 

, . _ f {H-ntifvinB disDlaced homemakers and dislocated 

The Committee acknowledges the importance of JJg^, great need$ for access 

workers, and recognizes the ^Vl^^S^^^So^tioii and treatment for 
to postsecondary education. The Committee^ "^SSSSi The Committee wishes to express 
these groups, along with many o thers i special ^the formulae and on the form, 

its concern, however, regarding the f'^^S^LS^lS^uiod^ questions from the form, 
The Committee recommends ^^^^S^Z^W^» ««ni«it < e * 1,56 of 
£pe^ wl^Uon of the Act dealing with 

professional judgment- 

The questions _« . SS^^^ 
increases respondent burden. The Comnuttte belie , "^'"3„ s ^ w trettment for two needy 

S&^i^SSKS ^^Ptng'sucb t£tmen, wbere i, has 
traditionally been located, within professional judgment. 

The Committee also noted conflict ^-^^ d ^^Z^1^^ 
Education Act with regard to the simplified ^ ^ code requires 

examine this issue and consider ^^^^tcfon^k SmTo40, although they 
students to report certain effect of precluding them from 

otherwise may be able to use the 1 040EZ or ^°A. T^nn^ w ^ 

using the simplified need analysis, *. A ° u . gh n ^ .pplicants' ability to 

Committee to conflict with <^^^^^J^^S^ removal of the tax form 
use the simplif ied needs analysis. The CMM tboa ■JJJJ^ consequence of eliminating from 
restriction from the Higher Educ^on Act may ^£ adjusted gross income is 

reTuc^ ^ rCPOrt t0 

Congress at the earliest time. 

Comments on Notices and Proposed Rules 

Tb. Committee considered a. it. April meeting, mo notices recently published in the Fetor,, 
Register, including: 

. Notice soliciting comments on the Federal Student Assistance Report; and 

. Proposed regulations defining Displaced Homemaker. 

9 
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F»H»r»i stuf jrnt ^stance Report 

Committee is concerned about the aaaeo ouraeE i on msu including non-Federal 

^lltSar^^^ provided ,0 — 
in addition to the institutional award letter. 

legislation Tne Committee proposes that the foUowing language be inserte* 

(f\ NOTICE OF STUDENT AID RECEIPT. — Each eligible institution shall provide to each 
Sip^T^tance under this title (except assistance received under subparts 4,5, and 
TTI^l AU statement listing the estimated student assistance received by the 
ll piem tnd spSySTg Z amount and type of assistance awarded under ***** 
"peSlyTn«cating that such aid is Federally supported assistance. (Emphasis added) 

Displaced Wnmemaker 

Sfbeen required ro work « pert of • welfere program should nor * demed 

the application form, notwithstanding. 
Issues for Further Study 

The Committee has identified a series of salient issues, both stamtorUy mandated and suggested by 
Committee members, which it will study and report to Congress, including. 

s The selection of multiple date entry processors; 

■ The practice of institutional lending; 

■ The Secretary's and other simplification proposals; 

■ The Secretary's GSL default initiative; 

■ The effects of the Congressional Methodology, and 

. The degree to which the student aid programs serve various student groups. 
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The Act requires that the Committee examine and recommend the number and type of multiple data 
entry (MDE) processors and assess the impact on students, assess and make recommendations on the 
reUtive cost of processing applications and development fees, and make recommendations concerning 
a standardized fee for reimbursement of all processors. The Committee has begun the Process of 
addressing each aspect of its charge. Senior Department officials from the Office of Student 
Financial Assistance briefed the Committee at its April meeting. The Committee is awaiting the 
Departmenfs response on a number of issues. In addition, the Committee has directed the staff to 
begin work on the topic immediately. The Committee anticipates that a report and final set of 
recommendations will be sent to Congress and the Sscretary by summer, 1988. 

The Act also requires that the Committee undertake a study of policy and other issues related to 
institutional lending under the provisions of the Act. The Committee directed the staff to 
immediately begin developing a study design and a plan for obtaining the necessary services to 
conduct the study. The Committee plans to consult with the Congress concerning the design of the 
study no later than early summer, 1988 and anticipates delivery of a report to the Congress by 
June, 1989. 

The Committee will examine several aspects of the Secretary's proposal to remove non-liquid assets 
from the formulae, and other alternatives, most importantly the redistributional consequences of 
this proposal and the effect on applicant burden andaccuracy of delivery. On this issue the 
Committee plans to report to the Congress by fall, 1988. 

The Committee will address the effects of the Secretary's GSL default initiative, scheduled to be 
released as proposed rules in the near future. Particular emphasis in our assessment will be placed 
on the balance between achieving default reductions and ma i n tai nin g access. 

In addition, the Committee directed the staff to assess the CM since the potential effects of the 
new need analysis formula are becoming apparent. These include primary effects, such as 
redistribution of perceived need between dependent and independent students, and across the income 
distribution. Further, these redistributional effects may have secondary effects on the structure of 
the delivery system. Early survey data indicate that as many as 16 states are considering or have 
decided to retain the uniform methodology for independent students or for all students because of 
the budgetary impact on state grant programs and the redistribution that the CM appears to cause 
across students and institutions. If these early data are accurate, they portend significant and 
potentially detrimental implications for the delivery system. The Committee staff immediately will 
undertake an examination of the impact of the CM and report to Congress no later than the fall of 
1988. 

Finally, the Committee expressed its intent to determine the degree to which specif ic subluxations 
such as low income, minorities, the handicapped, and foreign students benefit from access to higher 
education, particularly through student aid. The Committee's research agenda which will be shared 
with the Congress in June, 1988, will provide a plan for analysis of these and other issues. 
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